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THE COMMERCIAL YALUE OF THE SHIPYARD 

BY LEWIS NIXON. 



In a previous paper I discussed the shipyard as the founda- 
tion of sea power in the warlike sense, and as an indispensable 
element of national offence and defence, having in view primarily 
its military value. I now propose to exhibit its relation to the 
arts of peace, and to demonstrate that its effectiveness is indis- 
pensable to national profit and prosperity, having in view pri- 
marily its commercial value. I shall draw my deductions largely 
from the history of the greatest of commercial sea powers as I 
did in the former paper from the history of the greatest of military 
sea powers ; bearing in mind that the two must necessarily be 
one, and that the ulterior object of military command of the sea 
is always the control or monopoly of ocean-borne commerce. 

The words " supremacy on the ocean," as commonly used 
and popularly understood, describe merely predominant naval 
power or force. With this thought the average conception of 
the scope and significance of sea power stops, its ulterior effects 
upon commerce, industry, and finance, and the subtle, noiseless 
processes by which it produces those effects remaining a sealed 
book to the general perception. So occult, indeed, are the pro- 
cesses by which the influence of sea power is brought to bear upon 
commerce, industry, and finance, that in order to trace them 
accurately or clearly it is necessary to begin with analysis of the 
development of sea power itself. 

The indisputable predominance of England in the commerce, 
industry, and finance of the globe is the result of about a cen- 
tury and a half of national endeavor. The existence of the 
British marine dates much farther back than that, but the syste* 
matic effort of England to dominate the ocean may be dated at 
the beginning of the old French war, in 1755, 
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That war was the first ever waged exclusively for territory 
and commerce ; the first European war without dynastic causes 
or objects. Its results were, territorially, the expulsion of 
French power from North America, and the reduction of French 
pretensions in India to the possession, by sufferance, of two 
trading posts ; and, commercially, the practical destruction of 
every other merchant marine that had been seriously competing 
with the English. England then, fof the first time, applied sea 
power directly and avowedly to the objects of aggrandizement on 
the land and expansion of carrying trade on the ocean. It made 
her supreme in£N"orth America, laid broad and deep the founda- 
tions of her empire in India, and converted the Atlantic and 
Indian oceans into English waterways ! 

This " old French war," the first of the series of great wars 
for territorial aggrandizement and commercial expansion, inaugu- 
rated an epoch of war, broken only by short intervals of armed 
truce or fitful peace, which lasted for sixty years — from 1755 to 
1815. The analogy of purpose and the coincidence of [result are 
clearly traceable through this period from Wolfe at Quebec to 
Wellington at Waterloo, and from Hawke in Quiberon Bay to 
Nelson at Trafalgar. That is to say, during these sixty years, 
and without serious check by even so tremendous an event as the 
successful revolt of her American colonies, England was fighting 
everybody, from France singly to the world in arms, for the one 
object of sea domination. And she gained it. 

The visible results, far more important in the money sense 
than territorial empire, are a control of the world's carrying 
trade that compels every people who have anything to sell or buy 
to pay toll to her on her own terms ; a master-voice in every 
international question or controversy ; a dictatorship of values 
and an arbitership of exchanges the globe over. These results 
are the product of the genius of a race exerted through genera- 
tions of men ; the trophy of the prowess of a people exhibited 
through centuries aud the fruit of a national wisdom unparalleled 
in the annals of mankind. 

Having surveyed from the external point of view the 
processes which ended in England's victory over all rivals on the 
sea, we may consider the material conditions under which it was 
achieved and the mechanical obstacles in the face of which it 
was won. 
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England gained the empire of the ocean in the days of 
"wooden walls." The ships that she did it with were, without 
exception, either built in her own shipyards or captured from 
her enemies. But, of the principal shipbuilding materials which 
she needed, her own soil produced in 1794 less than one-third 
and in 1815 less than one-eighth. One of the most eminent his- 
torians of British naval architecture says that two of the newer 
74-gun ships which fought at Trafalgar, "though built at 
Chatham and Deptford respectively, had hardly a stick of Eng- 
lish timber in them, and, in fact, about the only English product 
they used was the iron of which their guns and cannon-balls were 
made ! " 

At no time after the middle of the eighteenth century did 
England produce ship timber enough to maintain the material of 
her navy and merchant marine. At the beginning of the nine- 
teenth century the home supply was practically exhausted. , But 
England bought no ships. She bought ship timber everywhere, 
carried it to English shipyards, and with it still built her own 
ships. In the most critical period of her greatest struggle, and 
at the extreme of her poverty in ship timber, she not only bought 
no foreign-built ships for her navy, but threw every conceivable 
obstacle in the way of the purchase of foreign-built ships by her 
private merchants, and prohibited the East India Company, 
over which the government had certain control, from buying or 
using foreign-built ships at all. 

Early in the nineteenth century this policy became extremely 
oppressive to British shipowners and taxpayers. Merchants 
became tired of paying at the rate of $90 per ton for English-built 
ships made of imported timber, when they could buy American- 
built ships of equal or better quality for $50 to 155 per ton. So* 
utterly was England dependent upon other countries for ship 
timber that vessels were constructed expressly for carrying it. 
This state of things caused efforts on the part of shipowners to 
secure legislation that would remove the vexatious restrictions 
and oppressive obstacles imposed upon purchased ships of foreign 
build. These efforts availed nothing. The determined policy of 
England was an unalterable resolve to maintain home shipbuilding 
at all hazards and at any cost. 

The statesmen of England clearly perceived that, while the 
monopoly of ocean commerce for which they were fighting the 
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world at large must rest on sea power, the sea power itself must 
rest on home shipbuilding. From this clear view they were not 
to be led away, and from their steadfast policy they were not to 
be diverted by any mystic theories or by any transcendental doc- 
trines. They cared not where the trees might grow, or what it 
might cost to bring their timber to British shipyards. "Whatever 
the origin or the expense of the raw material, the ships must be 
built in England. In the darkest hours, and in the direst straits, 
England clung doggedly to her traditional policy, inflicting upon 
her shipowners and her taxpayers enormous burdens in the cost 
of home-built ships from imported timber, and grimly frowning 
upon the purchase of cheaper ships of foreign build. 

It might be interesting but it would not be profitable to specu- 
late as to how long English shipbuilding, and with it the founda- 
tion of her sea power, could have withstood this distressing strain. 
Suffice it to say that there were no symptoms of approach to the 
breaking point, when, in the first part of the last half of this 
century, England abandoned wood and adopted iron as the prime 
material of shipbuilding. This change at once altered England's 
status from that of a total non-producer of shipbuilding ma- 
terial in wood to that of the foremost producer of it in iron, and 
thereby at once transformed her condition from that of extreme 
difficulty to that of extreme advantage. 

But the change from wood to iron was only one among a num- 
ber of events' highly favorable to the expansion of England's sea 
power which took place about the same time. The United 
States, which at that time was her most formidable competitor 
in ocean traffic, became involved in civil strife, which not only 
diverted all our resources of sea power from commerce to warfare, 
but also, either by capture or by transfer to neutral flags to avoid 
capture, practically destroyed our merchant fleet. 

On the termination of the civil strife an era of vast internal 
improvement set in, and the energy, ambition, and capital 
of the whole American nation was absorbed in railway develop- 
ment to the exclusion of almost all other objects. These condi- 
tions lasted about a quarter of a century without interruption. 
In the meantime England was exerting every energy, employing 
every resource and directing every ambition to the extension of 
her commercial sea power in all its components. In other words, 
while the United States was developing a great and perfect syg- 
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tem of land transportation throughout a part of one continent, 
England was developing a great and perfect system of sea trans- 
portation throughout the globe, pre-empting all seas and laying 
all continents under contribution. The comparative importance 
of the results is in the ratio of the relative extent of the respective 
fields of enterprise. Our internal development on the land, 
though vast, is limited geographically, and its possible expansion, 
therefore, has boundaries. England's external development on 
the sea is not limited and has no boundaries. Our internal de- 
velopment earns its profit from our own people. England's ex- 
ternal development earns its profit from all peoples. 

Necessarily, the revenues of such an empire must be the re- 
ceipts of the traffic of which it is the thoroughfare. England 
not only controls the thoroughfare, but she owns the vehicles by 
means of which its traffic is conducted. Or if any other nation 
owns a few of such vehicles, England builds them, with excep- 
tions too trifling for serious consideration in such a vast sum 
total. 

The land part of the British Empire, though it embraces a 
considerable fraction of the habitable surface of the earth and 
more than one-fifth of the human race, need not be separately 
considered in this survey. The British Islands are, in brief, the 
workshop and arsenal of the Empire — its fortress or place 
d'armes, unassailable and impregnable in any military sense. 
But, in the commercial and financial sense, those parts of the 
land surface of the globe which England governs directly are no 
worse off than those which maintain governments of their own. 
The jurisdiction and power of all alike cease three miles from 
their shores, and England's sea power at that point bounds them 
all. 

In my former paper I stated that British ships now carry 
more than seven-tenths of the ocean-borne commerce of the 
world. The earnings of her commercial fleet, including the 
accessories of banking, insurance, and commission, exceed eight 
hundred millions of dollars a year, net cash. Of this the United 
States contributes, roundly, three hundred millions annually, or 
an amount equal to about three-fifths of our national revenue. 

Some economists argue that this is all right because we get 
" value received " in the transport of our exports and imports. 
This fallacy is at once exploded by the well-known commercial 



532 THE NORTH AMERICAN REVIEW. 

fact that the cargo pays the freight as absolutely as the passenger 
pays his passage ; and, therefore, the entire increment being for- 
eign, the effect upon ns is a continuous drain or outgo of money 
both ways. There is, however, a simpler mode of stating the 
problem. If our commerce, which is now carried in English 
ships, were carried in American ships, the money now paid to 
English owners would be paid to American owners. It would, 
therefore, stay in the country as part of its earned increment, in- 
stead of going out of the country to swell the earned increment of 
England. 

Let us see what this means as an aggregate. In 1867 we were 
paying England at the rate of $112,000,000 a year for carrying 
our ocean commerce. In 1896 we paid her $300,000,000. The 
increase during the thirty years has been steady, and the average 
is a little over $200,000,000 a year. That is to say, in the thirty 
years six billions of dollars have passed from American to Eng- 
lish hands for ocean tolls and passages ; a net tax levied on the 
products of our country that we sell, and on the products of 
other countries that we buy. 

Prom this tax there is no escape so long as we employ English 
ships to carry our commerce. We do not get this money back 
by sale of our products to England. What we get for those 
products is the English market price less the freight and acces- 
sory charges. That deduction is the profit of the English com- 
mon carrier and goes into the volume of his accumulated wealth. 
We cannot get any of it except by borrowing. The money that 
English bankers have loaned us to build our railways with is the 
money that we have paid to English shipowners for carrying our 
over-sea freight and passengers. 

Thus, even in our internal development itself, the conse- 
quences of England's commercial and financial sea power are felt 
none the less potently because indirectly applied. Our internal 
development in railways during the last third of this century far 
outstripped the conditions of natural growth or normal expan- 
sion, and it was necessarily prosecuted to a very great extent 
upon borrowed capital. The railroad building generation of the 
epoch under consideration mortgaged not only its own earnings 
but those of remote posterity to the extent of about five billions 
of dollars of bonded debt, and for more than seven-tenths of this 
amount England was the mortgagee. In other words, England 
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invested some of the tribute which, her commercial sea power had 
wrung from mankind in bonds of our railway systems, the ulti- 
mate effect of which must inevitably be ownership by foreclosure. 

The wrecking and reorganization of railroad companies now 
going on, always on the basis of bonded debt held mainly in 
England, indicate that in this respect she is not postponing her 
claim to the pound of flesh. Every well-informed man knows that 
every " reorganization" of an American railroad means, in plain 
language, the transfer of actual possession and working control 
from the American mortgagor to the English mortgagee. It is 
thus clearly apparent that England has begun to use the resources 
derived from her monopoly of our ocean-borne commerce toward 
the acquisition of a similar monopoly of our land transport. 
That the result in the latter case will ultimately be as complete as 
it already is in the former, if the processes are left to operate un- 
checked, cannot be disputed. 

The foregoing survey brings our theme down to the beginning 
ol another epoch, which is the current one. For convenience 
this epoch may be said to have begun about the year 1890. Up 
to that time there had been no material challenge to England's 
sea power in the commercial aspect since the blighting of our 
ocean traffic in 1861 and 1862. But two small specks now 
appeared on the horizon of England's commercial omnipotence at 
sea. These were Germany and the United States. Both began to 
augment their navies and inaugurated policies for the extension of 
their ocean commerce. And the fact which, above all, appeared 
sinister to England was that both proposed to build the necessary 
ships themselves. If Germany and the United States had gone 
to England for their ships, their aspirations toward sea power 
would have been tolerated, because England would still have 
kept her grip upon the throttle valve. But the spectacle of any 
other country aspiring not only to own but also to build modern 
ships was unendurable. The alarm was sounded, and during, 
say, six years following the sound of alarm, England, with a zeal 
that seems feverish, if not frantic, has poured out new merchant 
construction at a rate culminating in last year's product of 
1,400,000 tons ; and not only that, but she forced this new fleet 
into a freight and passenger market already glutted with tonnage. 

We have now seen what the sea power of England is, and 
what she has paid for it ; we have also seen what it means to her 
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commercially and financially, and what she seems willing to stake 
on its perpetuity. We have next to consider our own relation in 
the premises. 

There is no question as to the growing restiveness of the bet- 
ter informed and more thoughtful part of the American public 
under existing conditions — conditions which involve the disap- 
pearance of our merchant flag from the ocean ; the payment to 
England's shipowners of an annual toll for carrying our freight 
and passengers equal to three-fifths of our yearly national rev- 
enue ; the rapid and, in the patriotic sense, alarming growth of 
English influence in our affairs of finance and of trade. But 
restiveness under the conditions is one thing, and escape from 
them is another. At best, our attitude towards sea power, both 
naval and commercial, is that of aspiration. England's attitude 
is that of possession. 

It must be admitted, however, that even this aspiration, up 
to date, is sentimental rather than practical, so far as the gen- 
eral American public is concerned. Almost every American who 
travels abroad regrets, or is ashamed of, the absence of our flag 
from the commercial ports he visits. But he only misses the 
flag, which his instinct of patriotism impels him to wish he could 
see. He does not as a rule reflect that the absence of that flag 
means in.money a yearly tribute of 1300,000,000 to England ! 
It does not occur to him that if he could see that flag every- 
where he goes, it would mean that $300,000,000 every year is 
staying in American pockets instead of being, as it is, drained 
every year from ours into English pockets. He does not even 
realize that his own travel involves the transfer of American 
money to English pockets. He has not studied the economics of 
the matter enough to realize that the most portentous fact of our 
time is that the moment the gang-plank is cleared away, he, an 
American citizen, becomes a British taxpayer ; that, the moment 
the ship in which he is a passenger crosses the limit of the marine 
league from any shore, he becomes a British subject, living on 
British soil and amenable to British laws. 

I do not by any means intimate that this is necessarily an 
evil destiny. On the contrary, as things are now, and as things 
will be until the American people wake up, it is better for a 
traveller, American or otherwise, to be temporarily a British tax- 
payer and British subject on the British soil of a British deck on 
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any ocean outside the marine league from any shore than to be on 
any other deck; because, American or otherwise, any traveller, 
under such conditions is always sure of every protection to life 
and property anywhere on the habitable globe that omnipresent 
and omnipotent sea power can give ; and even if he suffers in re- 
mote lands, he can at least have the satisfaction of knowing that 
the retaliatory vengeance of British sea power upon his tormen- 
tors will be swift and terrible as soon as a British man-of-war can 
reach them ! It seems to me that such a picture needs no more 
color. And yet at this moment it is only a true picture of 
British sea power, without the least tint of flattery, so far as its 
scope and reach of commercial and warlike ascendency are con- 
cerned. 

This is the actual state of things which the nascent American 
aspiration toward commercial status on the ocean must now face. 
It is a state of things which oratorical gush, platitudinous 
" planks " in party " platforms " and Yankee Doodle generally 
cannot touch at all ! It is an actual, palpable, tangible thing 
that can be met only by another thing equally actual, palpable, 
tangible. Meantime the $300,000,000 of American money goes 
into the pockets of English shipowners every year, and will con- 
tinue to go there, and more along with it each, succeeding year, 
until we stop relying on gush, planks in party platforms and 
Yankee Doodle generally, and substitute for them a practical, 
consistent, consecutive and inflexible standard of national policy 
and practice, with respect to the status of the United States on 
the high seas. 

I have said that the American bases his aspirations to com- 
mercial sea power on sentiment, and have explained how even 
that sentiment itself is limited to travellers. But the average 
American does not travel. He has in these times all he can do 
to stay at home — or, perhaps to keep a home to stay at. If he is 
a Dakota wheat farmer, he declaims against the American rail- 
roads which charge more than he gets at the nearest station for his 
wheat for its transport to the seaboard. This makes him angry 
and impels him to meditate all sorts of vengeance against the 
American railroads. But he never perceives that, when the 
American railroad has done with his wheat, it is only half way to 
its market, the market that regulates the price. He never real- 
izes that, after he has paid the tribute of transport to the Ameri- 
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can railroad, with money that stays in this country, and some of 
which gets back to him through other channels, he must still pay 
another tribute to some English shipowner, which goes out of 
this country forever as an earning, and can never be brought back 
unless it is borrowed ; and that it can be borrowed only on 
the security of what is commonly termed out West a cut-throat 
mortgage ! 

Such is the established order of things at this time. It is a 
definite situation based upon fundamental facts. Theories can- 
r >t cure it, nor can doctrine mitigate its evils. After all theory 
is exhausted, and all doctrine exploded, the perennial drain 
of $300,000,000 or more every year remains an incontrovertible 
fact. 

The practical question, therefore, to be solved is : How may we 
alter the situation for the better ? 

This can be accomplished only by adopting a course of action 
which will result in the retention of the $300,000,000 or more 
among ourselves. That cannot be done at once. It can only be 
done by degrees. It cannot be done without material change in 
the trend of American thought and substantial alteration of the 
tendency of American endeavor. We must turn our gaze, fixed 
for a generation upon the land, toward the sea, and we must keep 
it there ; for the land offers to our enterprise no more triumphs 
worthy of our national genius, certainly none commensurate with 
our pent-up national energies. 

It is hardly enough to say that the maritime spirit is dor- 
mant among us. In the practical, commercial sense it has ceased 
to exist. With only exceptions enough to prove the rule, Ameri- 
can enterprise in these days shrinks from the sea and American 
capital shuns ships. Any scheme however visionary can find 
promoters and any project however chimerical can find capital, 
so long as it is on the land. But hardly any scheme however 
businesslike, or any project however practical, can now enlist 
American enterprise or attract American capital if it involves 
salt water. 

If you ask a capitalist, known to be prudent and sagacious, to 
join in a scheme involving ships and looking to the carrying trade 
of the ocean, he will decline, on the ground that under existing 
conditions American ships in foreign trade are not profitable 
property. If asked why this is so, he will say it is because of 
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the greater cost of operating American ships, ton for ton, as 
compared with their English competitors. This brings us at once 
to the root of the difficulty. The comparative first cost of the 
ships themselves is not worth consideration as an element in the 
sum total of difference. The real, effective obstacle is in the greater 
operating cost, and this is due wholly to the higher wages and 
costlier subsistence of American as compared with any and all 
foreign seafaring labor. Bub this obstacle, though serious and 
stubborn, is not insurmountable. No one will suggest reduction 
of the American standard of seafaring wages and subsistence to 
the foreign plane. Certainly the foreign standard will never be 
elevated to the American plane. The obstacle must, therefore, 
be met and overcome by other methods. 

These methods are not to be found in the purchase of foreign- 
built ships ; because, after such ships were acquired, the dis- 
parity in operating cost, all other conditions remaining as they 
are, would quickly drive them to a permanent anchorage. They 
are not to be found wholly in subsidies, bounties, or other direct 
or measured aid from the state. Neither can they be found com- 
pletely effective in differential or discriminating duties, because 
the operation of such laws would affect unequally different classes 
of ships in different channels of trade. The causes of the evil 
lie too deep and their effects are too widely spread to admit of 
cure by any single remedy. Above all, the problem, as a whole, is 
so vast, and the difficulties to be overcome are so various, that noth- 
ing short of the wisest policy, the most persistent endeavor, and 
the most inflexible fortitude of the American' people, as a whole, 
exerted through a long period of time, can solve the one or re- 
move the other. 

We must, therefore, begin at the beginning, which means that 
the maritime spirit must be revived, the aspiration for achieve- 
ments beyond our own shores must be quickened, the ambition to 
see our commercial flag in foreign ports, which is now merely a 
sentiment of travellers, must become the practical impulse of 
merchants. The desire to see the flag abroad must be not merely 
a feeling of patriotic pride, but it must become an instinct of 
trade. 

No such, change in popular aspiration can be brought about 
quickly. It must be a growth. That it will come is not doubt- 
ful. Whenever the tremendous forces of American public 
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thought, public aspiration, and public zeal for the common wel- 
fare begin to move in unison toward the sea, then, and not till 
then, shall we begin to carry our own commerce ; then only shall 
we begin denying to England her tribute of three hundred 
millions a year. 

I have already shown that the foundation of the colossal 
structure of England's ocean commerce is the English shipyard. 
I have pointed out also that the English shipyard can never be 
the foundation of an American ocean commerce. That must 
rest on the American shipyard. 

It has been shown that England, under the direst distress for 
raw material, never dreamed of resting her sea power on foreign 
shipyards ; that she drew her timber from foreign forests, her 
hemp from foreign fields, the cotton for her sails from foreign 
plantations, and her tar and resin from foreign pine woods ; but 
she never drew a ship from a foreign shipyard except by capture 
in war ! Even now she imports nearly all the ore used in making 
the mild steel of which her modern ships and engines are built. 

But we need import no raw material. If the genius of our 
country should demand ships; we could build in a few years a 
fleet equal to England's in extent and superior to it in quality, 
without importing a pound of raw material ; we could found a 
new commercial sea power wholly on the resources of our own 
domain. Therefore, situated and endowed as we are, the Ameri- 
can shipyard is to any possible American marine of the future what 
the soil is to bread. The fertility is here ; it only remains to 
sow the seed. 

In that fact lies the significance of the legend which forms 
the title of this paper. It may — in fact it must — be taken for 
granted that the tribute of three hundred millions a year which 
we now pay to England through English shipowners, cannot go 
on forever. It must stop some time. It will stop whenever, 
through the usual channels of disseminating popular knowledge, 
a clear understanding of the state of things shall have been im- 
pressed upon the American people ; whenever they shall have 
come to comprehend the relation of commercial seapower to the 
sum-total of their national prosperity ; whenever they shall have 
gained a practical conception of the relations which now exist 
between the American producer or consumer and the English 
common-carrier. 
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Just how long it will take the mental processes of the Ameri- 
can public to reach these perceptions cannot now be judged. But 
progress in that direction is apparent. Already many men to 
whom their neighbors look for guidance have perceived that so 
long as the English octopus has a tentacle fastened to every one of 
our seaports, sucking our financial life-blood, so long will legisla- 
tion on tariffs and currencies be as futile to remedy the pre- 
vailing ills as tonics would to build up the system of a patient 
slowly bleeding to death from an opened artery ! 

Such a trend of thought and perception never recedes. It 
always advances. So, there is reason to believe that the time is 
not remote when ocean commerce will again engage the energies, 
stimulate the ambitions and attract the capital of Americans, as 
it did in the days of our intrepid grandfathers ; when the desire 
to see our commercial flag in foreign ports will be not merely the 
patriotic sentiment of an occasional traveller, but an instinct of 
trade pervading a mighty nation. Then there will be an 
American merchant marine, and it will be erected upon the 
foundation of the American shipyard. Then will the American 
people realize, as the English people now do, the shipyard's 
commercial value. 

Lewis Nixon. 



